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Norman H. BmSert€r

Gowrnor

Dee C. Hansen
Ex€utire Diretor

Dimne R. Nielson, Ph.D.
Division Direbr

state uf {Jtah
DEPARTMENT OF NATURAL RESOTJRCES
DMSION OF OIL, GAS AND MINING

355 West North Temple

3 Triad Center, Suite 350

sart Lake ciry, urah 84180-1203

801 -538-5340

July 26,1.997

Mr. Roy Benson
Division Manager
BM&T - Geneva Steel
c/o Keigley Quarry
P. O. Box 2O-8, RFD #1
Santaquin, Utah 84655

Dear Mr. Benson:

Re: Memorandum Decision: Board Review of Form and Amount of Interim Suietv
for Geneva Steefs Iron Mountain sites. M/021,/001. M/021,/005. and
M/021l008. Iron Countv. Utah

I have enclosed a copy of the above-referenced Memorandum Decision of the
Board of Oil, Gas and Mining, dated June L0, 1991. As stated, the Memorandum
approves an interim surety amount of $1,180,500 for a 12-month period from the
approval date. This interim surety covers the lron Mountain mine, M/O2L/OO8 and the
Comstock mine, M/O2I/OO5, as shown on Table 1, enclosed.

The Memorandum denies conversion of the Keigley Quarry (M/O2I/O01) surety
from a Depository Account to a Self Bond, and the balance of discussion in the
Memorandum addresses interim surety amounts for the lron Mountain and Comstock
sites.

In approving the interim surety amount of $1,180,500, the Board accepted a self-
bonding amount of $540,549, and required posting of a balance of $639,951 in a form
other than a self-bond. Acceptable forms of surety are enumerated at R613-004-
113,4.11 through 4.75, and includes: Corporate Surety bonds; Federally-insured
Certificate of Deposits, payable to the State of Utah, Division of Oil, Gas and Mining;
Cash; an lrrevocable Letter of Credit, issued by a bank organized to do business in the
United States; or escrow accounts.

The Memorandum has established the amount of surety. In order to facilitate
Board approval of the form of surety at the September board hearing, I ask that Geneva

an equal opportunity employer
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Geneva Steel
M/OZL/OO],05,08
July 26,1991,

Steel provide the
$699,9st to the
of the permit for the U
briefing session.

documentation establishing surety in the amount of
on or before September 2, t991. This will facilitate transfer
International portion of the Comstock properry at that same

Best regards,

jb
Enclosure

Clayton Parr, Kiqcball, Parr and Waddoups
York Jones, UII I
Lowell P. Braxtoh. DOGMLoweu P. Braxton, L'UGM
D. Wayne Hedbdrg DOGM

M021001.1

Dianne R. Nielson
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BOARD
I

UTAH,STATE OF
oF oIL, GAS
DEPARTMENT

BOARD REVIEW OF FORM AND AI{OUNT
oF INTERTM SURETY FgR GENEVA
STEEL ' S IRON MOITNTATN SITES
M-021-001 t Nr-O21-00p,
M-021--008, rRON COIINTY, LITAII

I

MEMORANDUM DECISTON

t,
upon a more detailed evaluation of the probable total reclamation

At its U{ieting session on March 2!, L991, the Boardt-
considered the requ{st of Geneva Steel for approval of the proposed-l
form and amount of ilnterim surbty for its Iron Mountain operations

in Iron County. | "".r"rr" 
requests that the Board approve a

Ufanf<e!, self-bond in the amount of 91,180,500. The
I

interim bond is re{uested for a period. of t2 months from Board

?pproval at which ti*. a long-term bond. would be established based

)
)
)
)
)

costs for the 
"o.r"t8d 

properties.
I
I

-IBased. upo+ the information presented, the Board approves

the amount ef suretyl requesded, $1r180r500 as an interirn amount for
1 l

Ia period of 7-2 monttfs from entry of this order. The form of suqety
Irequested, self-bonfing, is of concern to the Board and the Board
I

declines to approve ielf-bonding for the fu1l gt,teo,5o0 amount for
Ithe reasons stated herein.
l

Section 40-8-14(3) of the Utah Code concerning suitable
forms of sur I'ety, 

fuSVests 
that the surety may be lrone or a

combination of but npt limited to: a written contractual agreement,
I

col1atera1, a bond lor other form. of assured guaranty, deposited
I

securities or cash.tl. Subsection (3) goes on to provide trln making

this .decision, tnef Board. sharl., with respect to the operator,t_consider such factols as his financial'status, his assets within



j-!:J:.G:'::--!"'1.-.!-a.-.':/^:{:ji-.&;:a:.:..'^::j..I.',,i.,.!i,.fg}:ai:.jH,ir}j3,tJ".:-J^ub:..:1:.r]i..Li'if"i.3ij;#j-f.'"1
I.l
Ithe state, his past!performance on contractual afreernents and his
I

facilities availabl-e to carry out 'the . planned ,work. tt . In
I

furtherance of its Jtatutory authorization, the Board approved thet

.e -a .v-lj':J*i

I

Divisionts Rule neig-a-113.4, providing that acceptable forms of
reclamation surety I incruae: 1) a corporate surety bond; 2) a

federalry insured I certiricate of deposit; 3) cashl 4) an

irrevocable letter lof credit; 5) an escrow accountl and 6) a

written self-bondinp agreement in the case of operators showing
I

sufficient financial strenqth. In aid of eva'lrratinrr rtqrrrrinian+strength. In aid of evaluating rtsufficient
I

financial strengtht'f the Board has ad.opted a self-bonding policy
and application forft

I 
*" ssv}/ess q -E-Ll_-lrrJIIqJ-Irg poLLcy

I
tr to establish the threshold qualifications of
Ian operator for cofisideration for self-bonding. The threshold,
Icriteria consider bottth balance sheet strength and the entityrs
| ' -"-i;.

history of operatidr=. pursuant to the policy, candidate3'for
lL-----rrY5-.E**!v!| '-

self-bonding must 1) show an operational history of at least fj.ve
Iyears, and 2) haveleither a current rating for its most recent

corporat€ bond. issuei of trAtr or higher, or show a tangible net worth

of at least $10,ooo,looo.oo, . tot.r liability to net worth ratio of
_l2.5 or less and a c'urrent assets to current liabilities ratio of

I
1.2 or greaterr or i'show fixed assets in the United States of at

I
least $20r000,000.09, a total liability to net worth ratio of 2.5

Ior Iess, and a currdnt assets to current liabilities ratio of 1.2
I

or greater. eenelr.1 St""t meets the financial criteria with thet

exceptj-on of tne fonf, rating and therefore shows sufficient balance
It.sheet strength for -bonsideration for self-bonding. Geneva Steel

does not, however, have five years of corporate operational



regard to its self-bonding request in the form of a letter dated
IApril 18, 1991, adflressed to the Board. members. Geneva there

argues, in essencel, tn"t its great financial strength should
I

outweigh any lack bt operational history, and. should therefore
I

entitle Geneva stee! not only to consideration for self-bonding but
I

to approval of its $elf-bonding request. The Board disagrees.
I

The Boardlconsiders its charge under the Utah Mined Land.

Reclamation Act tol U" to require ad.equate security to ensure
I

reclamation of rnin6a lands in Utah. To that end, the Bodrd
| .''

believes it has theldiscretion to evaluate the risk posed. to _Utah
I

taxpayers for ttre rd;lamation of unreclaimed. sites in the event lhe
surety posted. ry mi$ operators fails and the public becomes ii.or-"

,*lfor mine'reclamatiori. fn furtherance of that weighing, the Board!-
has adopted. rules s$ecifying the t11ges of surety it will consider

i

and has ad.opted. . piofi"y with regard to the forro of surety which
I

the Board considers ito be the least secure. Geneva Stee1 does not
I

meet'the threshold. ctiteria of the policy, and is not rrentitledt'to
I

approval of its self-bonding request.
I

The noard! d.oes, however, believe that a mix of tthardrl
Isurety and self-bondling is appropriate in the present circumstancesl'

and will provide adequate protection for the State. The surety
I

requested. is interiln only, for a period, of 12 months, which rirrt-
mandate its review Ana a re-evaluation after Geneva has completed
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. another year of opelations at the lron CoUnty sites. That factr.
I

taken with Geneva St''eelt s formidable balance sheet strength, is the

- basis on whictr tn" Jo.td approves se'lf-boirding for Geneva steel in
Ithe amount of $540rpas.oo. The balance of g639r9s1.oo, however,

must be posted in [" acceptable form other than a self-bonding
Iagreement. upon n{sting or the required- surety, the underlying
t 

national and CF&f should besurety previously p6sted by Utah Int,er:
Ireleased.. I t r

'- 'l r^\\

BOARD OF OIL, cAS AND MINTNG


